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CHAPTER  II— OFFICE  OF  ASSISTANT 
SECRETARY  FOR  HOUSING— FED¬ 
ERAL  HOUSING  COMMISSIONER, 
DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

[Docket  No.  R-78-606] 

PART  203— MUTUAL  MORTGAGE  IN¬ 
SURANCE  AND  INSURED  HOME  IM¬ 
PROVEMENT  LOANS 

Eligibility  Criteria 

AGENCY:  Department  of  Housing 
and  Urban  Development. 

ACTION:  Interim  Rule. 

SUMMARY:  This  interim  rule  amends 
sections  of  Subpart  C  relating  to  as¬ 
signment  of  home  mortgages  to  HUD. 
The  revised  regulations  clarify  criteria 
to  be  used  in  determining  whether  a 
mortgage  is  eligible  for  assignment 
and  specify  conditions  under  which 
the  Secretary  may  waive  certain  eligi¬ 
bility  criteria.  It  is  the  intent  of  the 
Department  that  no  mortgagee  com¬ 
mence  foreclosure  or  acquisition  of  a 
property  until  the  requirements  of  the 
assignment  program  have  been  met. 

EFFECTIVE  DATE:  January  4.  1979. 
Comments  due:  February  5,  1979. 

ADDRESS:  Interested  persons  may 
participate  in  this  rulemaking  by  sub¬ 
mitting  written  comments,  suggestions 
or  data  to  the  Rules  Docket  Clerk, 
Office  of  the  General  Counsel,  Room 
5218,  Department  of  Housing  and 
Urban  Development,  451  Seventh 
Street,  SW.,  Washington,  D.C.  20410. 
Each  person  submitting  comments 
should  indicate  his  or  her  name  and 
address  and  should  refer  to  the  date  of 
publication  of  this  interim  rule  and 
give  the  docket  number  that  appears 
in  the  heading.  Reasons  should  be 
given  for  the  commenter’s  opinion. 
Copies  of  all  written  comments  will  be 
available  for  examination  and  copying 
by  interested  persons  in  the  Office  of 
the  Rules  Docket  Clerk  at  the  address 
to  which  comments  are  submitted. 
After  public  participation  has  conclud¬ 
ed,  the  Secretary  will  issue  a  final  rule 
in  this  proceding,  adopting  the  sub¬ 
part  with  such  changes  as  may  be  ap¬ 
propriate  in  light  of  the  public  rule- 
making. 

FOR  FURHTER  INFORMATION 
CONTACT: 

Julius  Williams,  Director,  Single- 
Family  Loan  Servicing  Division, 
Office  of  Single-Family  Housing,  De¬ 
partment  of  Housing  and  Urban  De¬ 
velopment,  451  Seventh  Street,  SW., 


RULES  AND  REGULATIONS 

Washington,  D.C.  20410.  Phone 

number  202-755-5752. 

SUPPLEMENTARY  INFORMATION: 
This  interim  rule  will  modify  24  CFR 
203.606  and  203.650  through  203.659  so 
as  to  effect  the  following  changes  in 
the  administration  of  the  Home  Mort¬ 
gage  Assignment  Program. 

(1)  Section  203.606  clarifies  when  a 
mortgagee  may  initiate  foreclosure 
without  sending  the  mortgagor  the  as¬ 
signment  notices  discussed  in 
§§  203.651  and  652.  Recognizing  that 
unnecessary  delay  in  commencement 
of  foreclosure  action  on  vacant  proper¬ 
ties  can  result  in  damage  to  the  prop¬ 
erty  and  contribute  to  neighborhood 
deterioration,  the  Department  has 
qualified  previous  regulations  by  in¬ 
serting  the  phrase  “for  more  than  60 
days”  in  paragraph  (b)(1).  The  revised 
paragraph  (b)(3)  permits  mortgagees 
to  consider  bypassing  the  assignment 
program  only  when  the  mortgagor 
owns  two  or  more  rental  properties; 
previous  regulations  placed  no  restric¬ 
tion  upon  the  number  of  rental  prop¬ 
erties.  As  now  written,  paragraph 
(b)(3)  will  enable  mortgagees  to  bypass 
the  assignment  program  when  equity 
skimming  is  indicated  but  will  still  re¬ 
quire  that,  for  example,  a  mortgagor, 
who  owns  one  rental  property  and 
uses  cash  flow  from  that  property  to 
meet  living  expenses,  receive  the  as¬ 
signment  notices. 

(2)  Section  203.650(a)  permits  the 
Secretary  to  waive  both  criterion  (3) 
regarding  principal  residence  and  cri¬ 
terion  (4)  regarding  ownership  of 
other  HUD-insured  or  HUD-held  prop¬ 
erties  and  specifies  conditions  under 
which  the  Field  Office  should  consider 
waiving  the  criteria.  Previously,  Field 
Offices  were  permitted  to  waive  only 
criterion  (4).  In  addition,  paragraph 
(5)  of  §  203.650(a)  now  permits  the 
Secretary  to  extend 'the  term  of  the 
mortgage  by  up  to  ten  years,  regard¬ 
less  of  the  age  of  the  mortgage.  Previ¬ 
ously,  such  extension  was  permitted 
only  if  the  mortgage  was  at  least  ten 
years  old  on  the  date  the  mortgage 
was  assigned  to  the  Secretary. 

(3)  Sections  203.651  and  203.652 
have  been  revised  to  acknowledge  the 
exceptions  provided  for  in  §  203.606(b). 

(4)  Section  203.654(c)  has  been  re¬ 
vised  to  provide  that  both  the  mort¬ 
gagee  and  the  mortgagor  receive 
copies  of  HUD’s  preliminary  decision 
letters. 

(5)  Section  203.656  has  been  revised 
to  delete  the  200  mile  limitation  that 
previously  appeared  in  the  last  sen¬ 
tence.  The  Department  recognizes 
that  mortgagors  may  experience  diffi¬ 
culty  in  traveling  distances  less  than 
200  miles.  The  Department  intends 
that  the  conference  be  held  at  a  time 
and  location  which  does  not  place  a 
hardship  upon  the  mortgagor.  The 
Field  Office  may  consider  alternate 


sites  (i.e.,  office  of  a  HUD-approved 
counseling  agency,  a  closer  HUD  office 
in  another  State,  etc.)  even  if  the 
mortgagor  lives  within  200  miles  of  the 
local  Field  Office. 

(6)  Section  203.659  has  been  revised 
to  acknowledge  the  exceptions  pro¬ 
vided  for  in  §  203.606(b). 

HUD  field  staff  and  others  involved 
with  the  Home  Mortgage  Assignment 
Program  (i.e.,  Mortgage  Bankers  Asso¬ 
ciation,  Legal  Services,  etc.)  have  re¬ 
viewed  drafts  of  handbooks  that  will 
be  used  to  administer  the  assignment 
program  in  accordance  with  these  re¬ 
vised  regulations;  hence,  these  groups 
have  reviewed  the  substance  of  these 
revised  regulations.  Immediate  publi¬ 
cation  of  these  revisions  is  needed  to 
insure  that  financially  troubled  mort¬ 
gagors  are  given  adequate  considera¬ 
tion  for  assignment  and  to  permit 
mortgagees  to  promptly  initiate  fore¬ 
closure  when  equity  skimming  is  ap¬ 
parent.  Given  the  above,  the  Depart¬ 
ment  finds  it  impractical  and  unneces¬ 
sary  to  provide  for  public  comment  in 
advance  of  the  effective  date  of  this 
revision  and  good  cause  exists  for 
making  this  rule  effective  upon  publi¬ 
cation. 

A  Finding  of  Inapplicability  respect¬ 
ing  the  National  Environmental  Policy 
Act  of  1969  has  been  made  in  accord¬ 
ance  with  HUD  procedures.  A  copy  of 
this  Finding  of  Inapplicability  will  be 
available  for  public  inspection  during 
regular  business  hours  in  the  office  of 
the  Rules  Docket  Clerk  at  the  address 
listed  above. 

Accordingly,  the  Secretary  of  Hous¬ 
ing  and  Urban  Development  amends 
Part  203  of  24  CFR  as  follows: 

1.  In  §  203.606  paragraph  (b)  is  re¬ 
vised  to  read  as  follows: 

§  203.606  Pre-foreclosure  review. 

(a)  *  *  * 

(b)  If  the  mortgagee  determines  that 
any  of  the  following  conditions  have 
been  met,  the  mortgagee  may  initiate 
foreclosure  without  sending  the  as¬ 
signment  notices  required  by 
§§  203.651  and  203.652. 

(1)  The  mortgaged  property  has 
been  abandoned  or  vacant  for  more 
than  60  days. 

(2)  The  mortgagor,  after  being  clear¬ 
ly  advised  of  the  options  available  for 
relief,  has  clearly  stated  in  writing 
that  he/she  has  no  intention  of  honor¬ 
ing  his/her  mortgage  obligation. 

(3)  The  mortgagor  owns  two  or  more 
properties  occupied  by  tenants  who 
are  paying  rent,  and  the  rental  income 
from  the  property  under  review  is  not 
being  applied  to  the  mortgage  on  that 
property. 

2.  Section  203.650  is  amended  by  re¬ 
vising  (a)  (2),  (3),  (4),  (5),  and  (6),  and 
(b)  (1)  and  (4)  to  read  as  follows: 
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§  203.650  Assignment  of  Mortgages. 

(a)  *  *  * 

(1)  *  *  * 

(2)  At  least  three  full  monthly  in¬ 
stallments  due  on  the  mortgage  are 
unpaid  after  application  of  any  partial 
payments  which  may  have  been  ac¬ 
cepted  but  not  yet  applied  to  the 
mortgage  account. 

(3)  The  property  is  the  mortgagor’s 
principal  place  of  residence.  This  crite¬ 
rion  may  be  waived  by  the  Secretary  if 
the  property  has  been  leased  or  rented 
and  the  rental  income  has  been  ap¬ 
plied  to  the  mortgage  delinquency  or 
to  effect  repairs  necessary  to  maintain 
the  property  in  a  safe  and  habitable 
condition  or  if  such  waiver  is  deter¬ 
mined  to  be  in  the  best  interests  of  the 
Department. 

(4)  The  mortgagor  does  not  own 
other  property  subject  to  a  mortgage 
insured  or  held  by  the  Secretary.  This 
criterion  may  be  waived  by  the  Secre¬ 
tary  if  the  income  from  such  other 
property  is  the  mortgagor’s  principal 
source  of  income. 

(5)  The  mortgagor’s  default  has 
been  caused  by  circumstances  beyond 
the  mortgagor’s  control  which  render 
the  mortgagor  unable  to  correct  the 
delinquency  within  a  reasonable  time 
or  make  full  mortgage  payments. 

(6)  There  is  a  reasonable  prospect 
that  the  mortgagor  will  be  able  to 
resume  full  mortgage  payments  after 
a  period  of  reduced  or  suspended  pay¬ 
ments  not  exceeding  36  months  and 
will  be  able  to  pay  the  mortgage  in  full 
by  its  maturity  date  extended,  if  nec¬ 
essary,  by  up  to  ten  years. 

(b)  *  *  • 

(1)  The  mortgaged  property  has 
been  abandoned  or  vacant  for  more 
than  60  days. 

(2)  *  *  * 

(3)  *  *  * 

(4)  The  mortgagor  owns  two  or  more 
properties  occupied  by  tenants  who 
are  paying  rent,  and  the  rental  income 
from  the  property  under  review  is  not 


being  applied  to  the  mortgage  on  that 
property. 

3.  Section  203.651  is  revised  to  read 
as  follows: 

§  203.651  Preliminary  notice  to  mortga¬ 
gors. 

In  all  cases,  except  as  provided  in 
§  203.606(b),  prior  to  initiating  any 
action  required  by  law  to  foreclose  the 
mortgage  but  not  before  three  full 
monthly  payments  are  due  and 
unpaid,  the  mortgagee  shall  notify  the 
mortgagor  in  a  form  approved  by  the 
Secretary  that  the  mortgagor  is  in  de¬ 
fault,  the  mortgagee  intends  to  fore¬ 
close  unless  the  mortgagor  cures  the 
default,  and  the  mortgagee  is  consider¬ 
ing  whether  or  not  to  request  the  Sec¬ 
retary  to  accept  assignment  of  the 
mortgage. 

4.  Section  203.652  is  amended  to  read 
as  follows: 

§  203.652  Determination  by  mortgagee. 

(a)  *  *  * 

(b)  Except  as  provided  in 
§  203.606(b),  in  any  case  which  the 
mortgagee  determines  that  all  of  the 
conditions  of  §  203.650(a)  are  not  met, 
it  will  advise  the  mortgagor  that  the 
mortgagor  may,  by  letter  or  telephone, 
ask  the  Secretary  to  accept  assign¬ 
ment  of  the  mortgage.  Such  request 
must  be  received  by  the  Secretary 
within  15  days  after  the  mortgagee’s 
notice  that  it  will  not  request  accept¬ 
ance  of  assignment.  The  mortgagee 
will  delay  initiation  of  foreclosure 
upon  notice  from  the  Secretary. 

(c)  •  *  * 

5.  In  §203.654,  paragraph  (c)  is  re¬ 
vised  to  read  as  follows: 

§  203.654  Preliminary  review  and  determi¬ 
nation  by  Secretary. 

(a)  *  *  * 

(b)  *  *  * 

(c)  If  after  preliminary  review  of  the 
documents,  the  Secretary  determines 
that  assignment  should  not  be  accept¬ 
ed,  the  Secretary  will  notify  the  mort¬ 
gagee  and  the  mortgagor  of  the  rea¬ 


sons  for  the  determination  and  will 
advise  the  mortgagor  that  he/she  may 
request  further  consideration.  The 
mortgagor  may  present  additional  in¬ 
formation  or  argument  by  mail  or  by 
telephone  within  15  days  of  the  notice 
or,  alternatively,  the  mortgagor  shall 
be  entitled  to  present  such  informa¬ 
tion  or  argument  in  person  at  a  confer¬ 
ence  which  must  be  held  in  accordance 
with  §  203.656  within  25  days  of  the 
notice. 

§203.656  lAmendedJ 

6.  In  §  203.656,  the  last  sentence  is 
revised  to  read  “The  conference  shall 
be  held  at  the  HUD  office  or*  at  a  mu¬ 
tually  .convenient  place.” 

7.  In  §203.659,  paragraphs  (a)  and 
(c)(1)  are  revised  to  read  as  follows: 

§  203.659  Foreclosure. 

(a)  Except  as  provided  in 
§  203.606(b),  the  mortgagee  shall  not 
initiate  foreclosure  before  the  mortga¬ 
gor  has  had  an  opportunity  to  request 
the  Secretary  to  accept  assignment  of 
the  mortgage  and  to  support  its  r^ 
quest  as  provided  in  §  203.650  through 

§  203.662. 

(b)  *  *  * 

(C)  *  *  * 

(1)  The  conditions  of  §  203.606(b)  are 
met. 

(2)  *  *  * 

(3)  *  *  • 

(4)  *  *  * 

In  accordance  with  Section  7(o)(4)  of 
the  Department  of  HUD  Act,  Section 
324  of  the  Housing  and  Community 
Amendments  of  1978,  Pub.  L.  95-557, 
92  Stat.  2080,  this  rule  has  been  grant¬ 
ed  waiver  of  Congressional  review  re¬ 
quirements  in  order  to  permit  it  to 
take  effect  on  the  date  indicated. 

Issued  at  Washington.  D.C..  Novem¬ 
ber  21,  1978. 

Lawrence  B.  Simons, 
Assistant  Secretary  for  Hous¬ 
ing — Federal  Housing  Commis¬ 
sioner. 
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